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July 16, 1973 


Mayor Joseph L. Alioto 
Room 200, City Hall 
San Francisco, California 94102 


Dear Mr. Mayor: 


Transmitted herewith is a report by the Technical Advisory Committee 
on the Flexible Funding Project on a proposed annual improvement program- 
ming procedure and recommendations for improving the coordination, con- 
trol and management of local, state and federal funds for community improve- 
ment programs. The report was prepared with funds provided to the City by 
the Federal Regional Council through a contract entered into fuly 145.1972. 


You asked Allan Jacobs to assume the responsibility for the completion 
of the studies and reports in the work program specified in the contract. 
These studies and reports have been completed and are transmitted here- 
with, 


The report contains four recommendations found on pages 25 through 
92 of the report which, summarized, are as follows: 


1, The Mayor should issue annual reports that provide guide- 
lines for the allocation of funds for major communitt improve- 
ment programs, 


2. A central control and clearinghouse for state and federal funds 
should be established in the Mayor's Office to coordinate efforts 
to seek, admintster-and-account-for_federal or state funding for 
local programs. 


3. Budgeting procedures should be initiated and enforced which _ 
would provide better budget information ‘through reports, analysis 
and program budgeting; and more realistic budgeting by permit- 
ting greater administrative flexibility in brdgeting but greater 


restriction on the use of supplemental appropeiation requests. 


4, The Mayor should seek agreements from state and federal 
agencies to recognize local program planning and coordina- 
tion efforts, to cooperate and assist with these efforts and 
to work for reforms in state and federal procedures that affect 
local governments. 
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Mayor Joseph L. Alioto -2- July 16, 1973 


Charles Porester was project manager for the preparation of the report 
and John Anderson was the principal consultant. They were assisted by 
other members of Allan Jacobs' staff and staff of other City agencies. They 
consulted frequently with members of your staff and staff of the Federal 
Regional Council, 


The entire conduct of the preparation of this report was reviewed on a 
regular basis by the Technical Advisory Committee which consists of the 
City officials whose signatures appear hereunder. 


The preliminary recommendations in the report have been presented by 
the staff to your Citizens Committee on Community Development. There 
has been no presentation of the report, otherwise, except to staff of the 
Federal Regicnal Council. 


On pages 13 through 17 of this report is a suggested schedule for the 
annual improvement Programming process, the subject of Recommendation No. 
1. We wish to call your attention to the possibility that the tentative agree- 
ment between you and the Board of Supervisors to advance certain budget 
dates may alter the suggested schedule. Your agreement with the Board 
was announced on the same day the Committee adopted this report: there- 
fore we did not have the opportunity to reassess our recommexJation in the 
light of this new proposal, 


We recommend that you meet soon with the Federal Regional Council 
concerning this report, The Technical Advisory Committee would like the 


Opportunity to meet with you prior to your meeting with the Council, 


Respectfully submitted, 
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Charles Countee 
Director, Model Cities Program 


Thoma s/}< Mellon 
Administrative Officer 
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Robert L. Rumsey 
Executive Director, Redevelop- 
ment Agency 


William Becker 
Director, Human Rights Commission 
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RECOMMENDATIONS 
FOR 
PROGRAM DEVELOPMENT & MANAGEMENT 
IN 


SAN FRANCISCO 


A Report to the Mayor 
Judy 97S 
BY 
The Technical Advisory Committee, 


Annual Development Program Project 


The preparation of this report was financed in part through a com- 
prehensive planning grant from the Department of Housing and Urban 
Development, under provisions of Section 201 of the Housing Act of 
1954, as amended, 
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SUMMARY OF RECOMMENDATIONS 


The Mayor should issue annual reports that provide guidelines 
for the allocation of funds for major community improvement pro- 
grams. 


A central control and clearinghouse for state and federal funds 
should be established in the Mayor's office to coordinate efforts 
to seek, administer and account for federal or state funding for 
local programs. 


Budgeting procedures should be initiated and enforced which would 
provide better budget information through reports, analysis and 
program budgeting; and more realistic budgeting by permitting 
greater administrative flexibility in budgeting but greater restric- 
tion on the use of supplemental appropriation requests. 


The Mayor should seek agreements from state and federal agencies 
to recognize local program planning and coordination efforts, to 
assist and cooperate with these efforts and to work for reforms in 
state and federal procedures that affect local governments . 
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BACKGROUND 


Early in 1972, Mayor Alioto asked the Federal Regional Council, 
Region Nine, to assist his efforts in adjusting management and adminis- 
trative units and procedures in San Francisco to accommodate to the 
consequences of revenue sharing and the increased emphasis on local 
administrative authority being required by federal agencies. Mayors 
and administrators of other large cities were making similar requests. 
The Mayor was concerned that the federal directives being issued from 
Washington preceeding the enactment of general revenue sharing were, 
in effect, dictating how local government is to be organized administra- 
tively without sufficient allowance for local option, traditions , or polit- 
ical circumstances. The Mayor, with other mayors, urged the federal 
agencies to give local government officials the chance to work out pro- 
cedures and changes suited to local situations and needs. In some 
instances federal agencies responded affirmatively by providing tech- 
nical and financial assistance to cities that were making efforts to 
improve lccal planning, management and administrative capabilities. 


~. The Pederal Regional Council, Region Nine, representing seven 
deral agencies, prov with a grant of $50,000 to 
‘study ways and means to improve its planning efforts and management — 
capabilities. _ The federal agencies cooperating in this effort are: 
Department of Housing & Urban Development, Department of Health, 
Education & Welfare, Department of Labor, Department of Commerce ‘5 
Department of Transportation, Department of Justice and Office of 


Economic Opportunity. 


At the request of the Mayor, the Director of Planning assumed 
responsibility for the portion of the study contained in this report. 


The study was begun in September, 1972 and continues to September, 
1973. 
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Purpose of the Study 


The primary purpose of this study, as expressed in the City's 
application to the Federal Regional Council was "---to assess what 
administrative and organizational requirements are necessary for the 
City to prepare an effective development program on an annual basis." 
The work program was called "The Annual Development Program Pro- 
ject." 


Another purpose of the study was to determine what response the 
City should make to the recent efforts of Federal agencies to administer 
local aid funds on a bloc~grant basis. 


A major objective of the study was to help both the City adminis- 
tration and the federal agencies identify areas where mutual under- 
standing and cooperation are needed, particularly, to identify areas 
where federal agencies need to recognize and accommodate to local 
requirements for decision-making in the use of federally disbursed 
funds. 
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METHODOLOGY 


The Work Program in the City's application to the Federal Regional 
Council had three main emphasis: 1) background information on City 
organizations and procedures and on federal funding to San Francisco; 

2) development of the concept of an annual development program - what 
it is and how it would work; and 3) extensive input by key local officials 
in developing recommendations for the Mayor. 


From the beginning, it was agreed that the study would focus on 
recommended actions rather than on documenting need. It was assumed 
that local officials are fully aware of the needs described in the City's 
application, It was also agreed that there would be emphasis on achiev- 
ing maximum effect without the need for Charter revision, and, wherever 
possible, utilizing existing staff to carry out new or additional function 
and assignments. 


Originally, it was anticipated that the study financed by the Federal 
Regional Council would be implemented by subsequent actions of the 
Mayor, hopefully with the financial assistance of federal agencies, 
Some implementation of this study is already underway. The Mayor 
applied for and was granted funds to establish an Office of Community 
Development with an initial staff of five persons. This office was 
established soon after the beginning of this study. Consequently, 
the anticipated time for putting into effect some of the recommendations 
of this study has been greatly accelerated. In recognition of this, 
the original work program schedule was revised from time to time to 
reflect the activities of the Office of Community Development and 
other actions introduced by the Mayor subsequent to the beginning 
of this study. The main revision was to concentrate on developing 
draft recommendations at an earlier stage than had been anticipated 
in the beginning. A number of recommendations that were being con- 
sidered early in the study were dropped because of actions that were 
subsequently taken, Thus, this study, rather than merely pointing 
out possible actions for the Mayor to take, contributed directly to 
some actions that have already been started or will have been started 
by the time this study is completed. These include a pilot program 
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budget, some reorganization of agencies dependent upon Federal 
funding and an effort to prepare a comprehensive report on community 
development as a background for making budget decisions on the use 
of federal funds. 


Staff 


The major staff work for this study was done by the project manager 
and a principal consultant working under the direction of the Director 
of Planning. The staff worked in cooperation with staff of the Mayor's 
office of Community Development and staff of the federal agencies in 
the Federal Regional Council. The staff met frequently with staff and 
representatives of the Federal Regional Council as well as with City 
officials and staff. The Technical Advisory Committee met on the 
average of once each month to review staff work and to provide direction 
for further conduct of the study. 
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ANNUAL IMPROVEMENT PROGRAMMING (AIp) 


Introduction 


nee 


66 was aimed directly a oviding-a capability for the City to plan and 
Carry out physical improvements for the entire City ina systematic and 
coordinated way. The recommended programto meet the long-term 
objectives in the report were to be carried out in a series of six-year 
increments funded annually. The basic premise of the CRP study was 
a) the City should establish and abide by some overall goals and objec= 
tives for renewing and improving the City, b) the City should develop 
an administrative organization geared to the idea of and a commitment 
to carrying out immediate and longer range development and improve- 
ment objectives and, c) the City should develop a comprehensive data- 
gathering system capable of supplying decision makers with the kinds 
of information that permits or encourages the use of a total, compre- 
hensive City-wide development and improvement strategy. 


The Communit Renewal Program Study-for San Francisco of 1965- 


The CRP study was a major attempt to formalize a comprehensive 
renewal and development strategy. We know from experience that the 
CRP study aspired to an ideal situation and that, politica'ly and finan- 
cially, the goals were not entirely obtainable. Even so, a number of 
CRP proposals have been carried out: certain renewal strategies were 
developed; some reorganization of renewal-oriented agencies was 
accomplished; some reorganization of the Mayor's office occurred; 
and some efforts at improved data collection were begun. These re- 
sponses suggest that, while the grand strategy of the CRP was and 
probably still is politically infeasible, there is support in the commu- 
nity and among City officials for approaching community development 
and improvement on a coordinated and comprehensive basis. 


Capital improvement programming, a Charter requirement, is similar 
in concept to the CRP approach but it is more limited in scope. Capital 
improvement programming was developed in its present form prior to the 
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CRP study. The objective of capital improvement programming is to 
make sure that all proposed capital improvements are subjected to 
review for conformity with the Master Plan and that the most urgent 
improvements are done first, Priorities are established within a very 
limited funding goal. The CRP type of programming provides a broader 
context for capital improvement programming. It has been called the 
middle range step between capital improvement programming and effec- 
tuation of the Master Plan. In it there is a strategy for achieving 
definite improvement and development objectives for the community 
and its emphasis is on programs, not projects. 


We are not advocating a return to the grand design of the CRP to 
carry out community development and improvement. We approached 
this present study with the recognition that recent changes in federal 
programs upon which we have relied so heavily in the past for commu- 
nity development and improvement compel us to consider the priority 
for these programs in a different light. Many of the decisions on 
priority once made by virtue of categorical aid funding procedures will 
no longer be made forus. We will have options. Hopefully, special 
revenue sharing, which the Concre;sis now considering, will provide 
additional funds with a high degree of local option. To gain the advan- 
tage from these changes, we must have the means for allocating funds 
on the basis of priority, equity and, an overall sense of where we are 
going. 


We undertook this part of our study to determine what we might 
suggest to help in the allocation of funds for community improvement 
and development. The procedure we call "Annual Improvement Pro- 
gramming" is presented in the following sections, 
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Description of Annual Improvement Programming (AIP) 


Our work program for this project called for the definition and 
description of an “Annual Development Program." The term, annual 
development program, was also used in the title of our application 

to the Federal Regional Council. In both instances the term was used 
in a very general sense to indicate what we had in mind doing. 


When we did attempt to define annual development program, we 
found the word, "development," a stumbling block. To some who worked 
with us, the word "development" used together with the word "program" 
suggested that we were considering ways and means to pursue a delib- 
erate building program of public works or private enterprise ,such as 
might be done in a renewal project. The CRP approach, which we 
referred to above, may have resulted in an emphasis on these kinds of 
projects. To others, the term "development" might seem to be limited 
to the definition being used in the preparation of a report by the Mayor's 
Office of Community Development which includes FACE, redevelopment, 
model cities, neighborhood facilities and open space. The programming 
effort we had in mind was more inclusive and more directed to the problem 
of allocating funds for all kinds of improvements, both physical and 
non-physical, in the City. The word "improvement" seemed to be a 
less troublesome term and better suited to our purpose, So we used it 
instead of development. We also used "programming" rather than 
"program" because it conveys better the notion of the process or pro- 
cedure which we will attempt to describe, 


We attempted to make a one-sentence definition of “annual improve- 
ment programming" for ease of use, but we were not successful. Each 
attempt left too much unexplained. 


Perhaps we can best state what we are striving for with an excerpt 
from our work program: 


"There is also a need to provide a coordinated procedure 
that will bring together the relevant City agencies and adminis- 
trators to make decisions about budget priorities for all community 
improvement programs. Such a procedure must of necessity recog- 
nize federal program requireménts and local requirements for admin- 
istration and for citizen involvement; it must attempt to bring long- 
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term planning decisions to bear on short-term operational 
plans and budget allocations; it must provide some form of 
program evaluation." 


A Process 


We began our investigation of annual improvement programming by 
thinking of it as a process which might be incorporated into the existing 
regular budget procedure. There would be three main parts to the process: 


a) The development of a plan or strategy for achieving some 
agreed-upon goals or objectives for community improvement; 


b) An evaluation of proposed programs or projects for community 
improvement or development in relation to the plan or strategy, 
and; 


c) A method for presenting the results of the program evaluation 
in terms of priorities for proposed projects or programs to be 
funded on an annual basis. 


We attempted to identify what kinds of information would be needed 
for annual improvement programming and the efforts and activities that 
would be required that are not now a part of the regular budget process, 
at least not in any systematic or meaningful way. These are as follows: 


1. Collection of Information: 
The information that would be needed for AIP would include: 


a) Some long-range, City—wide goals and objectives for 
community improvement. These would be derived prima- 
rily from statements in the Master Plan and from other 
policy statements developed by the Department of City 
Planning; 


b) Some middle- or short-range goals and objectives for 
community improvement. These would be derived from 
the long-range goals and objectives, from the program 
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goals and objectives of operating departments and 
agencies, from established policies on City improve- 
ment, and from proposals for new projects or programs 
that occur during the budget review process; 


c) Some criteria for setting priorities for community improve- 
ment. These would be based upon consideration of the long- 
range and short-range goals, but they would be modified 
by consideration of fiscal policies, funding commitments, 
policy commitments and other constraints imposed by 
policy makers; 


d) Budget information that demonstrates the benefits of 
budget requests in terms of department or agency goals 
or objectives (cost-benefit data); 


e) Budget information indicating how department or agency 
goals and objectives have been met with the allocation of 
funds in the past (performance data); 


f) Projected long-range costs for proposed community 
improvement projects, such as operation or equipment 
costs. (More complete program budget information.) 


2. Analysis, Evaluation, and Preparation of a Preliminary Report: 


The object of collecting the information described above is to 
permit some assessment of budget requests in terms c*° departmental 
and agency goals and objectives and City-wide goals and objectives; 
to develop a strategy for community improvement and development 
that projects beyond the current budget requests into a middle-to- 
long-range program for carrying out identified goals or objectives; 
and, to formulate a preliminary, recommended allocation of funds 
for the coming fiscal year as the initial part of the longer range 
program. All of these steps mentioned involve the exercise of 
judgments by a number of actors and the infusion of some fiscal 
and political policies. How and when these judgments would be 
brought to bear will be more fully explained in a following section 
of the report called "Steps in the AIP Process." 
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Si Review and Comment: 


The main purpose of the AIP process is to provide coordinated 
and related information about proposed programs and improvements in 
terms of program goals and priorities, A report incorporating this 
information would be prepared in preliminary form for review by inter- 
ested citizens and city officials and opportunity would be given for 
expression or comment concerning the report. Proposed additions, 
deletions or modifications resulting from this review and comment 
would be incorporated into a final report. 


4, Preparation and Distribution of an AIP report: 


A final report would be prepared and distributed prior to the public 
hearings by the Board of Supervisors on the annual budget. The report 
would contain the information in the preliminary report modified by 
changes resulting from the preliminary review and comment and by 
the Mayor's fiscal policy on the proposed budget. The AIP reports 
are more fully described in a following section. 


In summary, annual improvement programming is a process by which 
we would hope to achieve a more comprehensive, better coordinated, and 
more forward-looking approach to allocating funds on a regular basis for 
improvement programs in the community than we now have. 


At this point, we can only suggest what we mean by “improvement. " 
We include both physical and non-physical programs or projects that 
provide substantial City-wide benefit. Thus, a program ior anti-drug 
abuse would be considered an improvement; a street-lighting program 
would, also. An improvement could be a new program or effort , not tried 
before, or, it could be the continuation of an existing program or effort, 
In either case, it would represent a substantial outlay of funds. There 
are other characteristics we might suggest but,a strict definition of 
“improvement"is not feasible at this stage. What constitutes an "improve- 
ment" would be determined by experience in actual application, Through 
experiment in the development of criteria to determine what is included 
and what is not, a working definition of "improvement" would emerge. 
The present definition of “improvement" in capital improvement programming 
was developed in this manner and the definition continues to change as 
circumstances and criteria change, What:is more important at this stage 
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is an understanding that "improvement," whatever that includes, is 
carried out through programming. This programming, the procedure for 
doing it, is what we have attempted to describe in the following sections, 


Steps in the AIP Process 


AIP would be primarily the Mayor's responsibility. However, the 
responsibility would have to be shared by all City agencies and depart- 
ments and by many of the officials and staff engaged in the regular budget 
process, 


The steps in the AIP procedure should fit, if possible into certain 
key events in the regular budget Procedure; otherwise, Charter revision 
vate be necessary to allow changes in Charter specified dates for sub- 
mitting budget information, There are other key dates established by 
ordinance or by practice which should also be taken into account. These 
key dates and events include the following: 


*Julyl - Start of fiscal year. Budget adopted by Board of 
Supervisors goes into effect. 


July 15 - Six-year capital improvement program must have been 
adopted by Board of Supervisors, 

*Sept.15 - Tax rate must have been set by Controller. 

*Oct.1 - (First Monday in October) Mayor delivers "Status 
of City" message to Board of Supervisors. 

=Oct..1 = Capital improvement projects must have been submitted 
to City Planning Commission for review. 

*Jan. 20 - Capital Improvement Program must have been adopted by 


City Planning Commission. 


*Specified in the Charter 
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*Feb. 1 


*Mar,. 1 


Mar.15 


*Apr. 15 


*May 15 


Jun.15 


*Jun. 20 


Budget requests for the coming fiscal year must have 
been submitted to Controller 


Consolidated budget requests must have been submitted 
by Controller to Mayor. 


Capital improvement projects priority recommendation 
by Capital Improvement Advisory Committee. 


Budget for fiscal year must have been delivered to 
Board of Supervisors by Mayor with "budget message." 


June 1 - Budget adopted by Board of Supervisors (following 
public hearings, Board may not act on budget prior to 
May 15 or later than June 1). 


Five-year Capital Improvement Program recommendations 
by Capital Improvement Advisory Committee. 


Last dat€ that Board of Supervisors can act ona budget 
veto by Mayor, 


Taking into account the key dates and events in the regular budget 
procedure presents a tight schedule for the AIP process. The steps in 
the procedure and the time frame for it would be as follows: 


1. March/April 


(a) 


Mayor's staff issues requests to each department 


or agency for information required for the prelimi- 
nary AIP report such as the kind of information that 


would be included in annual reports, work programs 
or budget justifications. 


2. April/June 


(a) 


Information collected from departments and agencies 
(Step 1) would be assimilated and set into preliminary 


*Specified in the Charter 
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form by Mayor's staff (departmental goals and objec- 
tives, past accomplishments, areas of emphasis, 
etc.) 


(b) Mayor's staff would develop preliminary analysis in 
terms of City-wide goals or objectives and a tenta- 
tive development sirateqy, (Major input by Depart- 
ment of City Planning; © ydinaion with DIP) 


July/August 


(a) Mayor's staff circulates preliminary information to: 


Department of City Planning ‘cr 
Review and comment on long-range development 
goals and objectives; recommendations on program 
planning and effectuation, 


Capital Improvement Advisory Committee for 


Review and comment on relation of preliminary 
information to adopted long-range capital improve- 
ment programs; recommendations for program effec-~ 
tuation. 


Chief Administrative Officer for 
Review and comment on preliminary information 


on departments and agencies under CAO's juris- 
diction, 


Cperations under Mayor for 
Review and comment: Model Cities, Criminal, Justice, 
Manpower, iconomic Development, Aging, Youth Phan oe HE 


Controller for 
Review and comment; and recommendations re antici- 
pated revenues, tax rate, etc. 


Board of Supervisors for 

Review and comment; critique re fiscal policies of 
Board and pending action by Board of Supervisors 
that may effect development policies, 
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4. September/October 


(a) Mayor's staff prepares preliminary AIP report; Mayor 
issues report and presents it in his "State of City" 
message to Board of Supervisors; report is widely 
distributed to all interested individuals, groups and 
agencies. Written comments are solicited. 


os October/February 


(a) Mayor's staff meets with departments and agencies con- 
cerning budget requests and preliminary AIP report; 
and reviews CIP report with the Department of City 
Planning; Mayor's staff also meets with community 
groups and organizations concerning community 
development policies and programs and the preliminary 
AIP report. 


6. March April 
Mayor holds a series of budget hearings; receives recommen- 


dations of CIAC; issues final AIP report along with recommended 
budget and budget message to Board of Supervisors, 


The foregoing is an outline of the steps in the annual improvement 
programming procedure. Chart A, following, illustrates the procedure. 
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ANNUAL IMPROVEMENT PROGRAMMING PROCEDURE 
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The AIP Reports 


The product of the AIP process is a series of reports describing some 
City-wide goals and objectives for community improvement and develop- 
ment and a proposed strategy for achieving these goals and objectives, 
The reports would be specific in describing the nature and the cost of 
programs that are to be included in the overall development strategy and 
the immediate fund allocations required as well as estimates of future 
funding requirements. 


We have suggested that two AIP reports would be necessary; a prelimi- 
nary report and a final report. Both reports are intended for use by elected 
and appointed officials and interested citizens in further consideration of 
annual budget requests. Both reports would be advisory and would not 
require formal adoption although formal adoption would be desirable, 


The two AIP reports, the preliminary and the final, would serve the 
following purposes: 


a) To set forth some community improvement and development 
objectives or policies; 


b) To indicate a possible strategy or strategem for carrying 
out community improvements and developments over a period 
of time; 


c) To provide more detailed information on the costs and benefits 
of proposed community improvements and developi-cnts; 


d) To indicate the Mayor's policies on community improvement 
and development and; 


e) To furnish the basis for planning and budgeting for the next 
fiscal years, i.e., the year following the budget effective 
July 1, each year. 


With existing planning and budgeting procedures it is difficult for 
City officials and citizens alike to have a comprehensive view of City 
improvement policies and programs and to be able to relate these to the 
proposed expenditures in the annual budget requests. The preliminary 
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AIP report would attempt to present not only a comprehensive statement 
on city development and improvement policies and programs but to pre- 
sent it annually in relation to consideration of priorities for the annual 
budget. Although development and improvement policies exist in one - 
form or another and to some extent are considered in budget decisions, 
there has not been any systematic attempt in the past to identify and 
make explicit how proposed expenditures relate to carrying out commu- 
nity improvement policies and objectives. 


Hopefully, the preliminary AIP report would provide a more complete 
understanding of the implications of following a definite strategy for 
community development and improvement. The preliminary report might 
also indicate the fiscal policy the Mayor intends to pursue in regard 
to community development and improvements. The purpose of this 
would be to influence the budget submissions of the various depart- 
ments and agencies and also to elicit response from interested cit- 
izens who may want to change the Mayor's policies or priorities. 


Following is a suggested outline of what a preliminary AIP report 
might contain: 


A. Introduction: 


Purpose of report; discussion of general City-wide goals 
or objectives for community improvement and development; 


B, "State of City" message: 
Major efforts of past year in community improvement and 
development; general financial picture; discussion of re- 
quests for funds vs. expected funds; areas of major con- 
cern that must be considered in next budget; recommended 
strategy for meeting immediate and longer range community 
development and improvement goals and objectives, includ- 
ing a general fiscal policy to be pursued. 


C. Summary of Efforts by Departments and Agencies: 
Presentation by categories of functions, if possible, e.g.; 
Transportation, Housing, Health Services, etc.; highlights 
of past year(s) efforts with emphasis on goals and objectives; 
comparison of last 2-3 years' budget requests and approved 
budgets (by totals); major problem areas, constraints or 
conditions (e.g., requirements of State agencies for pollution 
control); some analysis of where spending must be cut down, 
increased, etc. 
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For the final AIP report the following is a suggested outline: 


A. Introduction: 
General discussion of goals and objectives; discussion of 
development and improvement strategy forecasted in prelim- 
inary AIP report. 


B,. Recapitulation or highlights of recommended expenditures: 
Explanation of allocation of funds in Mayor's proposed budget 
by general category or area of emphasis, (e.g.; Transporta- 
tion, Housing, Etc.); relation of recommended expenditures 
to meeting general goals and objectives and to fiscal policy. 


C. More detail of proposed expenditures by general category or 
area of emphasis, 


Role of the Department of City Planning 


During the past three years, the Department of Cit.” Planning has 
issued a series of reports on the Master Plan. Some of these reports up- 
grade sections of the Master Plan; others set forth long-range goals and 
objectives for community development and improvement which can be used 
as guides for the effectuation of the Master Plan. These reports include: 
South Bayshore Plan, Plan for Residence, Urban Design Plan, Plan for 
Transportation, Recreation and Open Space Plan, Conservation Plan, 
Chinatown Study and Northern Waterfront Plan. 


The Master Plan reports and the policies reports of the Department of 
City Planning would be the basis for the development of more specific 
targets and criteria to be used in the preparation of annual improvement 
program reports by the Mayor's office. The translation from long-range 
goals and objectives to shorter range strategies and criteria would be 
accomplished in the annual improvement programming process through 
the joint efforts of the Department of City Planning staff and the Mayor's 
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staff. The shorter (middle) range strategies and criteria of the annual 
improvement program would reflect a reconciliation between the long- 
range goals and objectives and the program goals and objectives of city 
departments and agencies which, in turn, would be expressed finally in 
terms of priorities for the annual budget. 


Constant feedback would have to occur in the improvement programming 
process between information suppliers, policy shapers and policy makers. 
The process would be similar to the present capital improvement program- 
ming process, except that it would be more comprehensive. This cycle, 
from specific programs to long range and back again, would not occur 
neatly or completely, but it would occur to some extent, and the extent 
to which it did occur would be indicative of the success of the effort to 
do annual improvement programming. 


Preparation of an annual improvement program would be a way to carry 
out or achieve long-range goals, policies, and objectives of the Master 
Plan. It could also be an additional way to review and update the Master 
Plan since the annual improvement program reports would reflect, theo- 
retically at least, the public actions being taken or proposed to improve 
or maintain good living conditions in the City. 


AIP in Theory and in Practice 


The foregoing description of annual improvement programming is theo- 
retical since it has not been tried. We have described what we think 
could be done with annual improvement programming if we could obtain 
sufficient information and present it in the manner proposed. 
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We know there are constraints and conditions that would modify our 
ability to do AIP as we have described it. Among these constraints are 
the Charter limitations on the Mayor's budgetary authority which exempt 
some large budgets, such as the budget of the Board of Education from 
the Mayor's review. Other limitations include restrictions on increasing 
budget requests or adding new items to departmental request. These and 
other limitations have been described in the background paper entitled 
"Inventory of Existing Municipal Management Mechanisms." We think 
that these limitations are not sufficient to render ineffective an AIP effort. 
In fact, we might say that AIP is needed partly because of these limita- 
tions, 


AIP, as we have described it, depends toa great extent upon our 
ability to organize budget information into program form, a form which 
does not follow existing budget procedures. The effort to begin a pilot 
program budgeting procedure which the Mayor and the Board have author- 
ized will help correct this situation in time, but,if we were to begin AIP 
immediately, we would begin without the benefit of program budget informa- 
tion being readily available, 


Meeting the time schedule for certain actions in the AIP process, as 
we have described it, will be difficult to achieve. Procedures will have 
to be tried and tested but, more importantly, a great deal of initial effort 
will be required to identify and describe, in useful form, city-wide goals 
and objectives and to develop ways and means to meet these goals and 
objectives. It is easy to talk about goals, objectives and criteria, but 
it is difficult to translate them into specific actions. There will have to 
be a certain arbitrariousness employed in any attempt to sciect goals and 
criteria as well as to translate them into action; the initial attempt may 
be more arbitrary than future attempts based upon experience. 


We had anticipated, as a part of our work program, testing the concept 
of annual improvement programming, as we have described it, in an actual 
run through for one category of city programs and services. Initial efforts 
to do this, with the category of Health Services, indicated that, 1) the 
effort would take more time than could be spent on it; 2) other work was 
more urgent at this stage of the study and; 3) the main problem with putting 
into effect some form of annual improvement programming as far as City 
departments and agencies are concerned will be providing the Mayor's 
office with the information required at the time it is required. 
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The Mayor's staff is now preparing a report on how certain federally 
assisted programs should be used in the future. Included are the programs 
for Federally Assisted Code Enforcement (FACE), redevelopment, model 
cities, open space and community facilities. This report,which is scheduled 
for completion in October,may well constitute and define the initial area 
of concern for the review and evaluation process we have called annual 
improvement programming. 
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CONCLUSIONS 


We made no startling discoveries in our study. Our assumptions in the 
beginning about our own needs were generally confirmed; we are not very 
well prepared to administer bloc grant funds or to set priorities for community 
programs within available funding limits although we are generally better 
prepared now than we were when we began the study. We found that other 
cities are coping with similar problems and we attempted to profit from the 
experience of their efforts. 


We found that information on federal spending in San Francisco is even 
more difficult to obtain than we thought it was, and we found that federal 
agencies are no better oganized and equipped to coordinate and plan than 
we are. We did find some areas of mutual concern with federal agencies 
and we made some progress in working out procedures for getting the kind 
of information and help we need. We think we now have a better idea of 
what to expect from federal agencies on bloc grant and special revenue 
sharing requirements. We hope as a result of this study that the federal 
agencies will know better what to expect from us. We krow little of what 
to expect from state agencies but we are convinced that large cities such 
as San Francisco will have to exert vigorous effort to get their fair share 
of federal funds that will administer through state agencies, 


We have some specific recommendations for improving our capability 
to plan for and carry out programs for community improvement and develop- 
ment, None of these recommendations would require Charter revisions or 
major disruption of existing organization and procedures, They would, if 
carried out, entail a substantial effort by the Mayor and his staff and would 
undoubtedly require additional staff for the Mayor and perhaps other city 


agencies, 


We have recommendations on specific agreements or areas of under- 
standing with federal and state agencies which we urge the Mayor to pursue. 


Our recommendations, with some explanations, follow. 
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RECOMMENDATIONS 


1, THE MAYOR SHOULD ISSUE ANNUAL REPORTS THAT PROVIDE 
GUIDELINES FOR THE ALLOCATION OF FUNDS FOR MAJOR 
COMMUNITY IMPROVEMENT PROGRAMS 


We began our study with the assumption that the City needs improved 
procedures for allocating funds for community improvements, particularly 
since federal revenue sharing has begun. We also began with a concept 
of program planning and fund allocation which we termed "the annual 
development program," a concept which was presented in the Community 
Renewal Program study of 1965. We think the objectives of the CRP study 
were good, but the means proposed to achieve them were beyond the City's 
capability in 1965 and still are to some extent. We therefore attempted 
to describe a procedure for programming City improvements that would fit 
into our regular budget process and would not require a major reorganization 
of City government or costly data gathering and processing operations. The 
procedure we have described may also be beyond our capability to achieve 
immediately, but it is one which we can work toward and can achieve in 
time, 


We feel that our recommendation that the Mayor shou} 1 begin issuing 
annual reports on community improvement programs is timely for the following 
reasons: 


a) The Mayor recognized the need for new management and 
decision-making procedures for the allocation of funds in 
his annual "state of City" message to the Board of Super- 
visors in October, 1972; the annual reports would help in 
making decisions on the allocation of funds; 


b) The City's first experience with the allocation of shared 


revenue funds has demonstrated the need for a continuing 
procedure for the allocation of bloc grant funds; 
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c) 


d) 


e) 


f) 


g) 


The City's first attempt to allocate funds from shared 
revenues involved wide-spread citizen review and input. 
This participation in community improvement programming 
should continue. Annual development programming would 
provide an additional opportunity for citizen participation 
in community improvement programming and the budget 
procedure. 


The Mayor's Office of Community Development is now 
preparing a report on new directions for the use of Fed- 
erally assisted programs including FACE, redevelopment, 
open space, community facilities and model cities. The 
preparation of this report will make a good beginning for 
an annual improvement programming procedure. 


The Mayor and the Board of Supervisors have already approved 
plans to conduct a pilot program on program budgeting. Pro- 
gram budgeting would greatly enhance our ability to do annual 
improvement programming. 


The Department of City Planning has completed a series 
of reports on the Master Plan which provide some comm- 
unity development and improvement goals and criteria. 
These reports ought to be used to develop specific targets 
for achieving Master Plan goals and objectives; 


The Charter requires a Mayor's report annually on the 

"Szate of the City" in October, and on his propoced budget 

in March, The occasion of these reports provides an oppor- ~ 
tunity for the Mayor to present a proposed annual improvement 
program for the City. 


We have concluded that while it may not be possible to put into effect 
immediately annual improvement programming as we have described in 
this study, it is both possible and desirable to begin a procedure which 
provides a programatic approach to the allocation of funds for community 
improvement and development. We need not search for nor wait for sophis- 
ticated information gathering devices before we begin. Time and practice 
will improve our procedures and our results. 
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The allocation of funds for community development and improvement 
is not the prerogative of a system or a procedure; it remains the pre- 
rogative of elected officials whose collective judgment is the final 
determinant. Annual improvement programming would, hopefully, assist 
the decision makers in making a choice and in setting priorities for the 
use of available funds. It would be an extension of the regular budget 
process, providing additional opportunity for elected official and citizen 
alike to consider annual requests for funds in the light of overall comm- 
unity needs both for the present and for the future. 


The process we recommend is essentially one of collecting information 
on existing and proposed community improvement programs in a manner 
and in time for the information to be useful in making decisions on the 
allocations of funds each budget year. It would be similar to the effort 
made in 1972-73 to establish priorities for the allocation of the City's 
first "shared revenue" funds but, it should include all City funds, not 
just those from Federal or State sources. We think the annual improvement 
programming procedure should culminate in easy-to-understand reports 
which describe a strategy for community improvement and development 
and priorities for implementation. We think the two reports required of 
the Mayor by Charter can be used as an occasion to present the annual 
improvement program strategy and policy. A preliminary report could 
be presented in October with the Mayor's "State of the City" message 
and a final report could be incorporated with or issued simultaneously 
with the Mayor's budget message in March, The annual improvement 
programming cycle would begin anew following the final report in March, 


Staffing 


Annual improvement programming would involve many of the staff 
and officials who have responsibilities in the regular budget process. 
Department heads would have to furnish additional information, The 
Capital Improvement Advisory Committee (CIAC) would have to reconcile 
the long-range capital improvement program with the annual develop- 
ment program. The Controller's heip would be needed in obtaining 
some of the information required. 
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The Department of City Planning staff would play an important role in 
the development of strategies and programs to meet long-term goals and 
objectives for community development and improvement. This role was 
described in the section on "Annual Improvement Programming." The Plan- 
ning Department now furnishes the basic staff for the Capital Improvement 
Advisory Committee (CIAC). Because of the experience of the present CIAC 
staff in capital improvement programming and its recent involvement in the 
allocation of shared revenue funds, we think the CIAC staff could and should 
play a key role in developing the procedures to be used in annual improve- 
ment programming, as well as in having a part in decisions on programming 
and strategy. This could mean that one or more additional staff would be 
required to meet the increased workload. We have developed an estimate 
of new staff costs in the section, "Staff Costs," following the recommenda- 
tions. 


The ultimate responsibility for annual improvement programming would 
fall upon the Mayor's staff, It is fortunate that, subsequent to the begin- 
ning of this study, the Mayor established an Office of Community Develop- 
ment which added the kind of staff capability to the Mayor's office that is 
required to undertake an effort like annual improvement programming. 


Annual improvement programming calls for a team effort of planning, 
programming, and budgeting personnel. Experience will show how much 
staff time is needed for annual development programming but we think the 
initial effort can be accomplished by existing staff in the Mayor's office, 
the Department of City Planning and the new staff recommended for the 
central control and clearinghouse procedure in the Mayor's office 
(Recommendation No. 2). 
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2. A CENTRAL CONTROL AND CLEARINGHOUSE FOR STATE AND 
FEDERAL FUNDS SHOULD BE ESTABLISHED IN THE MAYOR'S 
OFFICE. 


To provide more effective coordinaticn, improved planning and more 
effective utilization of available state and federal funds, a central control 
and clearinghouse procedure should be established in the Mayor's office. 
The central control and clearinghouse would provide: 


(1) Pre-appiication review and comment by city officials, by non- 
city reviewing agencies, and concerned private and non-govern~ 
mental groups and organizations. 


(2) Expedition of applications through processing and follow-through 
assistance until applications are acted upon by state or federal 
authorities; assistance in preparation and proce3sing cf i-¢orcl 
or state/city contracis; and, initiative in seeking federal and 
state funds. 


(3) Accumulation of data on federal and state funding and analysis 
of local programming and funding requirements to support assisted 
projects. 


The move to revenue sharing was preceded by a series of moves by the 
Executive Branch of the Federal Government to require the direct involve- 
ment of local chief executives in the programs or projects funded with 
federal funds. The intent of these efforts is to promote central control and 
accountability. Thus, we have such measures as "Chief Executive Review 
and Comment" (CERC), “Annual Arrangements" and "Planned Variations." 

At the same time we have seen the philosophy of control on the model cities 
program move away from emphasis on citizen control to a high degree of 
executive control, The same is true with the EOC program which was estab- 
lished with a high degree of independence from executive control, We can 
anticipate that in all categories of special revenue sharing which may be 
authorized ‘by the Federal government there will be an attempt to insist on 
strong measures of executive control and accountability. 
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Even if the Federal Government were not exerting these pressures, itis 
our judgment that we need to establish more control over funding applica- 
tion and processing. Our experience with the categorical program funding 
of the 1960's should not have to be repeated with new federal aid programs. 
We experienced frustration and delay, had to meet unrealistic deadlines, 
submit hastily prepared applications and,we encountered a great deal of 
uncertainty about the status of not only our applications but also the 
availability of funds and the regulations for administering them, The 
change from categorical aid funding to general and special revenue sharing 
will, hopefully, eliminate some of the problems we experienced in obtaining 
and using federal funds, There remains, of course, the absolute necessity 
for the federal and state agencies to follow through with the spirit of revenue 
sharing by eliminating much of the red tape of the categorical aid programs. 


There are problems at our end, too, and it is these that we propose to 
handle through the establishment of a central control and clearinghouse for 
state and federal fund applications. 


We recommend that the Mayor assign members of his budget staff and 
his Office of Community Development staff to the task of setting up a central 
control and clearinghouse procedure. The members of the Technical Advisory 
Committee for the Flexible Funding Project and its staff will cooperate and 
assist, as requested, within the funding and administrative limits of the 
project. We suggest that the Mayor also seek the help and advice of the 
Intergovernmental Affairs staff of the City of San Jose. The San Jose 
staff has been very cooperative with us thus far in sharing information 
and the benefit of their experience, They have indicated to us a willingness 
to continue with help and assistance as they are able to ive it. 


In the following sections we offer some comments and suggestions on 
the nature and benefits of a central control and clearinghouse procedure. 


Pre-Application Review and Comment 


In our investigation of how other cities are handling control of federal 
funding we found that a number have established review and comment 
procedures. The "Chief Executive Review and Comment Procedure" is 
the title for a federal program instigated in twent y cities in 1971-72, 
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"CERC", as it is called, is an agreement between a local government 
and the federal agencies for processing applications for federal funds. 
The local agency establishes a pre-application review and comment 
procedure which must be followed by all local agencies seeking federal 
funds. The federal agencies (usually through regional councils) agree 
not to consider or process any applications unless and until such appli- 
cations have cleared the CERC procedure, The procedure varies among 
cities. 


We think a CERC type of procedure should be developed for San Francisco. 
The CERC procedure assures that all interested parties are aware of pending 
applications and provides them with the opportunity to ask questions or 
to obtain clarification before action is requested of the legislative body 
or chief executive. 


The review procedure would have to be formalized and channeled; 
otherwise there would be excessive delay and probably much wasted 
effort. In San Jose, review by citizen groups has been confined to 
organizations which represent community-wide interests and member- 
ships. We suggest that the final judgment on pre-application review 
should be exercised by a panel of city officials who have the benefit 
of the staff's work and the response of all agencies, both public and 
private, that have reviewed the application. This would be similar to 
the "A-95" review conducted by the Association of Bay Area Governments 
(ABAG) . 


Pre-application review may not appeal to all applicant agencies since 
it presents the prospect of delay and controversy. Giver the competitive 
nature of categorical aid funding in the past, some city agencies will, 
understandably, be reluctant to disclose their intention to file an applica- 
tion for fear competing applicants will get the jump on them. Central 
control on application processing would not eliminate competition but 
it would assure that all applications would be reviewed in the context 
of city-wide fiscal and political policies. With the pre-application review 
procedure it would be possible for administrative officials and elected 
officials to better anticipate the possible fiscal, administrative and even 
political consequences of a proposed application in relation to programs 
that are already under way or for which applications have been approved. 
For example, pre~application review might disclose that an application 
for a particular project is dependent upon the City's providing matching 
funds in an amount that, together with other approved or pending applica- 
t ions requiring matching funds, could not be provided without increasing 
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the tax rate. This fact might be sufficient to delay the submission of 

the application until additional City funds are available. We wish to 
emphasize that we are not recommending that the central control and 
clearinghouse staff exercise judgment on priorities; rather, that the 
process of review may disclose information that will have a bearing on 
whether the Mayor and the Board of Supervisors will approve the applica- 
tion, Thus, the central control and clearinghouse procedure may affect 
the priority of a particular funding application. However, we feel that 
such pre~application review is necessary to achieve better management 
of all funds and programs available to the City. We have suggested in 
Recommendation No, 1 how we might improve our ability to establish city- 
wide priorities on an annual basis. The central control and clearinghouse 
procedure would, we feel, be an essential part of our total effort to 
improve our coordination of planning and management. 


We recommend, then, that a pre-application review and comment 
procedure similar to the CERC procedure used in other local jurisdictions 
be established as part of the central control and clearinghouse function 
in the Mayor's office. This procedure should be one that suits our needs 
and fits our requirements; it should not be predicated on meeting require- 
ments of federal or state agencies. 


Expedition of Application Processing 


We recommend that the central control and clearinghouse staff provide 
assistance in the processing of applications for federal or state funds. 
This assistance would include the preparation and processing of contracts 
resulting from approved applications. We do not intend, by our recommen- 
dation, that the applicant agencies could not handle the processing of 
an application if said agency has the staff and experience to do it. The 
Redevelopment Agency, for example, has staff that is experienced in 
application processing. Most City agencies, however, could benefit 
from having expert assistance in processing applications, Since most 
applications for federal or state funds will have to eventually pass 
through the Mayor's office for review end approval, it seems advantageous 
to us if the primary reliance for application processing, particularly 
the follow-through with federal and state agencies, is on the Mayor's 
staff. We should point out that assistance from the central control 
and clearinghouse staff would not necessarily relieve City agencies 
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of the responsibility for staff work within the agency. In fact, the 
applicant agency would retain the responsibility for the content of the 
application and for revisions that might be necessary in order to get 
the application processed through federal or state agencies. 


Another important function that could be performed by the central 
control and clearinghouse staff would be the preparation and processing 
of contracts resulting from approved applications. This has been and 
will probably continue to be a time-consuming task because of the 
complicated local, state and federal requirements. There has not been 
sufficient City staff to perform this function adequately. Much canbe 
done to reduce the time and the complication of contract preparation 
and processing with the use of staff that is assigned full time to this 
responsibility, 


We need to have a more uniform procedure for the preparation and 
processing of contracts between the city and state and federal agencies. 
We need to reduce some of the red tape in our own procedures as well 
as attempt to reduce the complications of state and federal contract 
requirements. We think that the central control and clearinghouse 
staff could provide a needed service by working out uniform procedures 
for contract preparation and processing with the Controller, the City 
Attorney's office, the Mayor's office and the Board of Supervisors. 

This would do much to expedite paper work, There should be a central 
file kept up to date on the progress of all contracts bet.-cen the City 
and federal agencies. This file should include memoranda of under- 
standing, progress reports and other information showing the status of 
the active contracts, in addition to the usual accounting documents. The 
staff maintaining the file would be able to provide on short notice the 
exact status of all outstanding contracts. We are not suggesting that 
this activity replace the accounting and monitoring done by applicant 
agencies and the controller's office, nor are we advocating that the 
central control and clearinghouse staff exercise any policy devisions 
on contract performance. Our interest is in having a uniform procedure 
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for contract preparation and follow-through at a central point where 
information concerning the status of contracts can be easily obtained. 


A further important function for the central control and clearing- 
house could be the initiation of applications for federal and state 
funds. We know that a number of cities have staff whose primary 
responsibility is to seek funds from state and federal agencies. San 
Francisco has not had a staff assigned specifically to this function. 
With the cutbacks in certain federal programs already in effect and 
those anticipated, the competition for the available federal funds 
among local governments will be greater than it is now. The central 
control and clearinghouse staff could, in time, become expert not 
only in the review and processing of applications but also in knowing 
how and where to obtain funds that local operating agencies and 
elected officials may not be aware of. We do not advocate that we 
try to get federal and state funds simply because they are available. 
We recognize, however, that there may be financial assistance which 
we could use for programs or efforts which we have already started, 
or which we anticipate starting, which we may not know about simply 
because no one has been assigned the responsibility to find out about 
this assistance, We urge that such an assignment be given to the 
central control and clearinghouse staff, However, the function should 
be one of providing information to the appropriate applicant agency; 
the central control and clearinghouse staff should not act unilaterally 
in seeking state or federal funds. 


Accumulation of Data 


There is no single source either in local government or federal govern- 
ment where one can now get a comprehensive picture of the federal funds 
coming into the City and how these funds are used. We think it is 
important that we have such information if we wish to improve our 
advance planning and programming capability. For this reason we 
recommend that an added function of the central control and processing 
staff would be to establish data-gathering procedures in cooperation 
with the Controller's office and that such information be compiled into 
quarterly reports or in a manner that permits a comprehensive presenta- 
tion of the inflow and status of federal and state funds. 
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The success of this effort will depend to a large extent upon the 
cooperation and assistance of federal and state agencies. We have 
already begun, with this study, to develop the cooperative efforts 
needed between the City and federal agencies. We asked for, and 
obtained, the services of a fiscal expert from the Department of 
Housing and Urban Development who is working with us to deter- 
mine our information needs and how this information might be sup- 
plied. We have asked for technical assistance from the Federal 
Regional Council to help obtain comprehensive information on federal 
funds coming into the City. We would also like to have information 
on federal expenditures for federal purposes in San Francisco. In 
recommendation No. 4, we have suggested ways in which these coop- 
erative efforts might be continued and increased as we develop more 
precisely our information needs. 


The information on federal and state funding collected by the central 
control and clearinghouse staff would be useful in several ways: 


(1) We could make better judgments on development and 
improvement strategies if we had a more complete know- 
ledge of the distribution of federal and state funds in 
the city and a means of forecasting anticipated revenues 
in coming years. (A large amount of federal and state funds 
go directly to non-governmental organizations A 


(2) We could better anticipate our own local funding require- 
ments if we had up-to-date estimates of local commit- 
ments of federal or state funds. 


(3) A better picture or idea of the total effort being made in the 
city to fund programs and projects could influence the judg- 
ment of both citizens and elected officials on the priority 
of particular projects or programs. 


(4) Federal and state agencies might be more receptive to 
local proposals for procedural changes or funding require- 
ments if we could provide them with current information on 
federal and state funding in relation to local needs and local 


funding capability. 
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The initial task for the central control and proces sing staff would 
be to establish information collection procedures. The efforts we 
have made in the conduct of this study should provide a useful begin- 
ning. 


Staffing 


Ideally, the central control and clearinghouse operation would be 
conducted by a staff that could devote full time to the effort. We have 
no way of knowing in advance what the workload will be on pre-applica- 
tion review and on review processing. The Federal A-95 review require- 
ments lists over one hundred federal programs that must be included 
in the federal review process. If the City were to adopt the A-95 
procedures, as some cities have, the volume of applications to review 
would be burdensome. In the judgment of San Jose officials, based 
upon experience there, we would need a minimum of six persons expe- 
rienced in analysis, research and planning to accomplish the duties 
we have in mind. Assuming that an additional staff of six persons 
will be needed in the Mayor's office to manage the central control and 
clearinghouse duties, we estimate the annual cost of this staff, 
including operating costs, to be approximately $150,000. Hopefully, 
a portion of this staff could be obtained by the reassignment of staff 
now employed by the Mayor. We suggest that the Mayor attempt to 
get federal assistance, as other cities have, to establish the central 
control and clearinghouse staff, but, we strongly recommend that the 
procedure be established as a permanent operation and that we look 
to local, rather than federal, finances to continue the operation, If 
our judgment about the necessity for the central control and clearing- 
house procedure is correct, the cost of a permanent staff to run it 
will be more than off-set by the benefits that will be gained. 
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3. BUDGETING PROCEDURES SHOULD BE INITIATED AND ENFORCED 
WHICH WOULD PROVIDE BETTER BUDGET INFORMATION THROUGH 
REPORTS, ANALYSIS AND PROGRAM BUDGETING; AND MORE REAL- 
ISTIC BUDGETING BY PERMITTING GREATER ADMINISTRATIVE FLEX- 
IBILITY IN BUDGETING BUT GREATER RESTRICTION ON THE USE OF 
SUPPLEMENTAL APPROPRIATION REQUESTS, 


Budget documents generally contain only the information necessary 
to present the costs of items being asked for. They are primarily ac- 
counting documents. A line item budget, such as San Francisco's Tits 
not very useful to the uninitiated or to the person seeking more informa- 
tion than simple dollar amounts. Although budget item justification lan- 
guage is required as part of the budget request, the information is often 
not sufficient to be self-explanatory. The size of the working budget 
makes it unhandy for popular use and the printed summaries such as 
the newspaper editions and the appropriation ordinances contain little, 
if any, information about the line items listed other than cost, 


We have recommended one way to improve the budget information 
to make it more useful and meaningful to City agency staff and personnel 
as well as the general public. This is through the annual reports by the 
Mayor on community improvement programs. (Recommendation No, 1) 


Another improvement in budget information will occur as a result 
of the pilot program budget project authorized by the Mayor and the 
Board of Supervisors beginning July 1, 1973. Although details have 
not yet been worked out, we anticipate that the pilot project will 
include the development of a budget format that presents budget re- 
guests in programmatic form. 


The Mayor and the Board's action on the pilot program is timely. The 
annual improvement program procedure we have recommended is basically 
a program approach to fund allocation, We concluded from our study of 
annual improvement programming that program budgeting is needed for 
the annual improvement program process and we think for other reasons 
as well. We recommend that there be close cooperation and interchange 
between the staff preparing the annual improvement program and the staff 
preparing the pilot program budget. 
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We urge that the staff and information requirements for annual 
improvement programming be taken fully into account as part of the 
requirements for an effective program budgeting effort. 


A third way to improve budget information is to enforce the Charter 
requirement that each department or agency prepare a work program 
which outlines how the requested budget will be used. The Mayor 
issued a directive to this effect in 1972 but most departments had 
difficulty in responding. Some departments do prepare work programs 
on 4 regular basis but many do not. There has not been much incentive 
to do so since work programs have not been required by the Board of 
Supervisors for budget justification. However, we see the prepara- 
tion of work programs as one of the steps in improving our budgeting 
and management procedures and of significant benefit to the effort 
of the Mayor to prepare annual improvement programs. 


For some large departments, such as Health and Social Services, 
preparation of a work program will: be a more difficult task than for 
smaller, non-service departments, such as the Art Commission, Yet, 
in the preparation of the annual budget all the elements of a work pro- 
gram must be considered. A work program is simply a way of organizing 
budget information according to programs and time schedules in con- 
trast to items of expenditures. 


The benefits of work program preparation, as we see ‘ct, are three- 
fold. First, it would give the preparing depertment a much better over- 
all view of the entire operation of the department. It is possible that 
in large departments even the top administrators do not have a compre- 
hensive overview of all the departments’ operations. Second, the work 
program would provide a much more understandable and readable budget 
explanation than the regular budget document does. The interested 
citizen and city officials alike could benefit from having budget informa- 
tion in this form, Finally, the work program could and should become 
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a control document for the Board of Supervisors when reviewing depart- 
mental budget requests, including supplemental appropriation requests. 
We recognize that some departments will need advice and assistance 
in the preparation of work programs. This could be accomplished in 
part by establishing some uniform requirements with instructions and 
sample forms, but,for most agencies, lack of staff to prepare the infor- 
mation will be the problem. We recommend that these sitaff- 
needs should be documented as part of the pilot program budget pro- 
ject, described above. 


Finally, a means of improving budget information might be accom- 
plished by the expansion of the Controller's Annual Report which is 
required by Charter. The report, now issued approximately six months 
after the adoption of the fiscal budget, contains audit reports and charts 
showing the City's financial standing. We think it would be beneficial 
if the report could include more on the future financial picture of the 
City, showing, for example, a projection of the current levels of expen- 
diture for a five-year period and some comment on the relationship of 
these projections to the annual tax rate. The projections would indi- 
cate not only the cost of services but also the rate of increase. The 
report should also include a summary of the federal or state funds - 
currently encumbered in the Controller's accounts, and if possible, 
those state or federal funds which come directly to a city agency or 
department which are not reflected in the annual budget. This account- 
ing and reporting would have to be a cooperative effort by the Controller's 
office and the Mayor's central control and clearinghouse staff, If the 
central control and clearinghouse unit is established in the Mayor's 
office, as we have recommended, information on special ‘unding; i.e., 
state and federal sources, would be collected and this information 
could also be reflected in the Controller's annual report. How the 
information is presented in the report would be the prerogative of the 


Controller. 
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Restrictions on Supplemental Aporopriation Requests 


We recommend more restriction on the use of supplemental appro- 
priation requests in the budgeting process. We think that the present 
heavy reliance on supplemental appropriation requests in budget admin- 
istration defeats the objective of achieving better management of expen- 
ditures for community improvement programs, which has been the concern 
of our study, and we think the practice generally promotes or contributes 
to unrealistic budgeting. 


There is no question but that there is a great deal of reliance on 
supplemental appropriation budgeting in San Francisco. In fiscal year, 
1972-73, there had been submitted, as of June 1, 1973, more than 590 
separate requests for the Mayor's approval. These requests involved 
as many as 140 items in a single request and they ranged in amounts 
from $700 to $8 million. The figures for 1972-73 are unusual and there 
are perhaps unusual circumstances that account for the large number of 
requests, such as a number of projects to be financed from shared 
revenue funds which were available for the first time in 1972-73. In 
previous years the average number of requests have ranged from 300 
to 500. A majority of these requests have been approved. 


We did not develop figures on the cost of processing supplementa! 
appropriation requests although we know that the cost is so significant 
that consideration of cost alone is sufficient to warrant efforts to reduce 
the number of requests. Approximately seventeen steps are involved in 
the processing of a supplemental appropriation request if it goes through 
the complete process; each request involves the time of a numper of senior 
staff, not to mention the time of elected officials and the expense of a 
public hearing. 


The Mayor and the Board of Supervisors have attempted to restrict 
the use of supplemental requests by exercising a tight policy on approvals 
but, the figures quoted above indicate that the number of supplemental 
appropriation requests is increa sing, not diminishing. We think this is 
the result of unrealistic budgeting. Certainly the history of large surpluses 
in unexpended funds at the end of each year indicates a lack of realism 
or at least a lack of proper information somewhere in the budget process. 
The fault seems to be in the process; unrealistic budgets are submitted 
and unrealistic budgets are approved. A cycle of cause and effect is in 
motion which will likely perpetuate itself unless there are some basic 


changes in budgeting policies. 
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How can more realistic budgeting be achieved which also permits 
the Mayor and the Board to maintain tight control over spending? We 
do not know the complete answer but we have suggested that one way 
to achieve more realistic budgeting is to have better budget informa- 
tion, and we have suggested several ways better information might be 
obtained. One way is to enforce the preparation of departmental work 
programs as part of the budgeting process. Work programs could be 
used effectively, we think, in budget control and administration if they 
were to be used by the Mayor and the Board in reviewing budget requests. 
By approving a budget based upon a work program, the Mayor and the 
Board could expect more rigid adherence to the approved budget pro- 
vided, of course, an adequate budget is approved in the first place. 


The performance or program budget pilot program which the Mayor 
and the Board have approved should provide a further means of improv- 
ing budget information, particularly evaluative information such as 
cost-benefit data and past performance analysis. 


More Budget Flexibility 


Closely related to the frequent use of supplemental appropriation 
requests is the lack of flexibility a department head has in spending 
within authorized budgets. Even with the best of planning, unfore- 
seen and unusual circumstances arise which require a change in 
approved budgets. Provisions are made in the budget for -mergencies 
which regularly occur in departments such as the Department of Public 
Works. Some flexibility is accorded to all departments for transfer of 
funds within an item of expenditure, such as equipment. Other than 
this, the Board of Supervisors exercises a very strict policy on budget 
transfer, Many supplemental appropriation requests occur because 
departments need to change budget items but can only do so through a 
supplemental appropriation request. How can the Board of Supervisors 
achieve the desired control over spending and yetavoid the necessity 
for reviewing each requested change? Again, we suggest that adherence 
to a work program based budget may be the answer. Departments would, 
on the one hand, be expected to live strictly within the approved budget. 
On the other hand, they would be accorded flexibility within the approved 
budget, subject to the approval of the Controller. If the Board of Super- 
visors had a specific policy to enforce , the Controller would, of course, 
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be guided by it. For example, if the Board had a policy that every 
department head authorized an automobile shall have a compact auto- 
mobile with standard equipment, no department head could transfer funds 
from another account to buy a more expensive type of automobile. 


We think greater flexibility to departments in budgeting can be 
permitted if more realistic budgets are prepared and approved, and, we 
suggest this might be accomplished by strict adherence to a work pro- 
gram based budget. We suggest also that pre-audit and post-audit might 
be relied upon more extensively to prevent abuse of the flexible budgeting 
privilege. 


Management audits, begun by the Board of Supervisors in 1971, have 
already demonstrated how substantial savings can be achieved through 
more efficient operation in certain departments. These audits may also 
help in obtaining more realistic budgets, thereby reducing the necessity 
for the controls now exercised by the Board through supplemental appro- 
priation requests. 


Supplemental appropriation requests will always be necessary but, 
we think the volume of requests submitted each year is indicative of 
unrealistic budgeting. We urge the Mayor to continue his efforts to 
require the submission of work programs with budget requests to achieve 
more realistic budgeting and, we recommend that the Mayor promote 
the use of work program based budgets with the Board of Supervisors. 
We urge also that the Mayor and the Board permit department heads 
greater flexibility within departmental budgets that are based upon 
work programs. 
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4, THE MAYOR SHOULD SEEK AGREEMENTS FROM FEDERAL AND 
SLATE AGENCIES TO RECOGNIZE LOCAL PROGRAM PLANNING 
AND COORDINATION EFFORTS,TO ASSIST AND COOPERATE WITH 
SUCH EFFORTS AND, TO BRING ABOUT REFORM _IN STATE AND 
FEDERAL PROCEDURES, 


As long as federal and state agencies have the responsibility for the 
control of funds that are for the use of local governments we can expect 
that certain procedures and criteria will be required. We maintain our 
position that federal and state agencies should attempt to be as flexible 
as possible in preparing and enforcing rules and regulations for the 
use of federal or state funds. We hope that with general and special 
revenue sharing there will be a greater reliance by federal and state 
agencies on quarterly reporting and post audit rather than pre-funding 
project justification or workable program-type reporting. There are 
some indications that federal regulations are being revised to be more 
flexible through such measures as "Annual Arrangements," “Planned 
Variations" and "Integrated Grant Administration." However, there is 
still much of the carrot-and-stick approach in these efforts and there are 
few indication that the massive reviewing apparatus set up during the 
1960's is being dismantled. We can only wonder what administrative 
directives are being devised in anticipation of special re. znue sharing. 


We are concerned that proposed shifts from federal responsibility to 
state responsibility for certain bloc grant or special revenue sharing 
program will produce a new set of administrative directives from the 
State. Unless the State adopts the attitude from the beginning that local 
governments have an inherent right to these funds, local governments 
will be saddled with more red tape and restrictive requirements. If the 
funds are administered on a competitive basis it is almost certain that 
local governments will have to meet criteria that have been devised 
primarily to make administration as easy as possible for the State and, 
the State will most likely try to enforce a uniform and standard way to 
run local government. We should try to prevent this from happening. 
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We suggest that the Mayor should seek agreements from the state 
and federal governments on the following: 


1. Recognition of local government procedures. 


We ‘should work to bring to an end the carrot-and- 
stick approach to administering federal and state funds. 
By "recognition" we mean that local governments would 
not be forced to adopt procedures or reforms in order to 
get federal or state funds. We mean also that proposed 
local reforms, such as those in this report, would not 
be used as criteria to determine eligibility for funds, as 
workable program requirements attempt to do. The empha- 
sis should be on flexibility in administration, 


Compilation of statistics suitable for local use and financial 
assistance in obtaining statistical information, 


ho 
® 


Information on federal funds coming into San Francisco 
is not easy to obtain, This is true also of federal funds that 
come through state agencies or state funds that are distrib- 
uted directly to specific projects or programs. The informa- 
tion that is available to us now is seldom in a form that is 
readily usable to us. Our report on "The Flow of Federal 
Funds" provides a more detailed explanation of our informa- 
tion needs and the problem we have of obtaining information 


from Federal sources. 
We have established, in the conduct of this study, a 


cooperative effort with the Federal Regional Council to iden- 
tify and obtain the kinds of statistical information that would 


mr eee 


be useful to us. We recognize that we must also improve 
our own procedures for the collection of statistical informa- 
tion and we have recommended that statistical information 

on state and federal funds be collected on a regular basis 

in the Mayor's office, We should continue our cooperative 
efforts with the Federal Regional Council and we should 
initiate similar efforts with the State Office of Intergovern- 
mental Management and the State Council on Intergovernmen- 
tal Relations. 


Hopefully, revenue sharing will eliminate some of the 
statistical reporting that was required under categorical aid 
funding. We have seen, recently, greater willingness by 
federal agencies to assist financially in the collection of 
statistical information that has been required by them. Most 
planning grants include allowances for data gathering and 
analysis. We think this assistance should continue and 
that we should insist that the Federal Government adopt 
a uniform policy of assisting local governments or agencies 
in the collection of information on all areas of national con- 
cern such as housing, environmental protection and employ- 
ment. 


Reduction in the number of quasi-governmental or quasi- 
legislative reviewing or coordinating agencies that have 
been established to administer or control federal cr state 
funds coming in to local governments. 


With revenue sharing there should be fewer requirements 
imposed by the federal government on the administration or 
distribution of federal funds at the local level. We recognize 
that there is need for attempting to coordinate, on a regional 
level, matters of regional concern or matters of common in- 
terest to local governments within a region. We recognize 
that some of the Federal reviewing requirements that have 
been established are attempts to obtain better coordination 
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among federal agencies. We feel, however, that federal 

and state requirements for regional review and control over 
funds for local government expenditures may, in some cases, 
be unwarranted and that some controls may be antithetical 

to the revenue sharing concept of local responsibility and 
determination, We did not have time, in this study, to 
identify the extra-local controls that should be reviewed. 

We suggest that the Mayor ask the Federal Regional Council 
to cooperate with and assist him in identifying these extra- 
local review requirements. Included would be procedures such 
as the ABAG (A-95) review, the comprehensive Health Plan- 
ning Council (CHP) review, and the Comprehensive Area Man- 
power Planning System (CAMPS) review; any review procedures 
that may have an effect on the flow of funds to local govern- 
ments. While we are concerned that some existing review 
and control procedures may be unnecessary or should be 
revised, we are more concerned that a new set of extra- 

local requirements will be imposed on local governments 

by federal and state agencies disbursing special revenue 
funds. We suggest that the Mayor exert a vigorous effort 
now with federal and state agencies to encourage the view 
that there should be few impediments to the flow of funds 

fromm the federal government to local governments that are 


intended for the use of local government. 


Continued federal assistance in helping local pla.iuing 
efforts and management improvement efforts. 


This study was made possible with funds from the Federal 
Regional Council, The Office of Community Development in 
the Mayor's Office is financed with federal "701" funds. The 
Office of Economic Development in the Mayor's Office has 
begun operation with funds from the Department of Commerce, 
The Urban Design Plan for San Francisco which has received 
much recognition and several awards, was financed by a 
"701" grant from the Department of Housing and Urban 
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Development. All of these activities were completed 
or begun in i972. There is no question but that the 
activities financed by these funds would have been 
postponed or not begun at all if they were dependent 
entirely on local funds. This kind of assistance to 
local government is meaningful and it should be con- 
tinued, provided that the funds can be used by local 
governments to achieve local government objectives. 


We urge the Mayor to press for continuance of 
federal financial assistance for the improvement of 
local planning efforts such as the Urban Design Study 
and for management and administrative improvements. 
We should seek those funds which permit us to do plan- 
ning or analysis which we might not otherwise be able 
to do but, only those funds which permit local option 
and which do not require, as a condition, meeting 
federally imposed prerequisites or follow-up actions. 


-~ 47 — 


“betsiqnos zw esttivites esas to liA .idemgolevett 
ed? téit tud aoliaaye Ga et ssaT 4 SVei ft nepsd wa 
feed oved bliow ehnvl seont yd pesos if naitiviios 

-dngbaegch atew vera Tl the ti sued. jon to benodyeeg: 
GP esneiel=es5 to bait sit? - rebrajt leool no yieriias 
=904 od bloode ti bne ! jnonecttsvon fate! 


i 3 
fecal 4:1 heeu.ed mao abeli aftisit bebivog , found 
,eevimetdo MennrhHyop ic st avVelibe oF sf1SsmiRevep 


$6 Sanéiuntinon tal x10 Of toyed Sn) spay aVWV 
to Jnemoversin' ers 10t Sode*tives Inbsnunl [ewbet 
Yhuis weleeG nic ods 24 dove enctio-paliusls fedel 
-Uthoamveidint evitavicininbe Sic tnetiepsndin 26? bas 


-~Hpie of @? eu fiyrcen dati Aboai cao? Wore binone ay 
aidi-sd setwrsrite ton ti; W foltdw efeyiene te pate 
paige Invol imaeg Sui; shnid son’ gine , Suc of o4 
Rdideet , molibion s es , olupst tog. ob. tinidw brs 
anctios aqu-weolls? te esitetupoten: besogmi yllewtinll 


D. 


Ds 


The federal government should get its house in order 
for revenue sharing. 


We have had much talk and little action on special 
revenue sharing and there are still many uncertainties about 
general revenue sharing. In the meantime, local governments, 
particularly large cities, are in a severe bind for funds to 
continue programs which were started with f ederal funds. 
This fact reinforces our insistence that federal agencies 
can help most by helping us to help ourselves rather than 
by promulgating directives on how local government must 
be organized and how it must respond in order to receive 
federally disbursed funds. We suggest that the Mayor 
insist that federal agencies need to get their own practices 
and procedures in line with revenue sharing. Specifically 
we recommend that the following matters need attention: 


a) Lack of uniformity in regulations, forms, and 
procedures. 


We recognize that uniformity is difficult and some- 
times impractical to achieve among federal agencies 
because of the separation of agencies and the legis- 
lation that regulates them, However, for the same 
reason that f ederal agencies want local government 
to adopt and use uniform accounting, maiiagement 
and administrative procedures, local governments 
want such uniformity. What is good for the goose 
is good for the gander. We think that the members 
of the Federal Regional Council recognize that there 
are wide differences in the rules and regulations of 
the various federal agencies that local governments 
must follow. A single agency's procedural require- 
ments are not a problem but several agencies’ re- 
quirements are. Each agency worries about its 

own procedures but no one, until recently, worried 
about them collectively. The President's Office 

of Budget and Management began looking into this 
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c) 


problem in 1971-72 and the Federal Regional Council 
has recognized that something ought to be done to 
reduce the burden of accounting, processing and 
administerion of federally finances programs. We 
should insist on it. 


No federal counterpart of the "clearinghouse" 
procedure. 


Although attempts have been made to improve 
coordination among federal agencies adminis-— 
tering grant aid programs there is not, in our 
opinion, sufficient inter-agency coordination 
among federal agencies on local programs. The 
Model City program produced some improvement 
and, some measures, such as the Integrated 
Grant Administration, have been tried on an 
experimental basis, We think there needs to 
be continued and intensified effort by federal 
agencies to improve coordination among federal 
agencies; not, however, in the direction of 

the carrot-and-stick measures that have been 
used recently by the Department of Housing 

and Urban Development. We think the move 

to bloc-grant and shared revenue funding calls 
for a high degree of coordination and stream- 
lining and a reduction of red tape. The Federal 
Regional Council appears to be the avenue through 
which this might be accomplished. 


Lack of adequate information in federal funding. 


This problem was described in No. 2, above. 
The solution is closely related to the foregoing 
(a & b) where lack of uniformity and coordina- 
tion in the administration of grant programs re- 
sults in lack of information of the kind needed 
by local governments. 
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dg) Lack of funds for local management and budget 
reforms. 


This subject has also been covered previously 
in No. 4. This is the kind of help that local 
governments really need. 


An opportunity to participate in the development of admin- 
istrative regulations for the disbursement of funds from state 
agencies to local agencies. 


We recognize that it is a difficult task to translate fed- 
eral and state legislation into rules and regulations for the 
distribution of funds for local governments on a fair and 
equitable basis. Often, a common denominator or a rule-of- 
thumb criteria is used for lack of a better method, 


There are more ways by which local governments may 
attempt to influence the writing of legislation than there are 
ways to influence administrative interpretations and the 
writing of regulations following the enactment of legisla~ 
tion. The National League of Cities, The U. S. Conference 
of Mayors, legislative representatives and legislators them- 
selves exert a great deal of influence in the making of legis- 
lation. They are less effective in influencing the making of 
rules and regulations because these are often maa. in house 
without public debate or exposure or opportunity to comment 
prior to their issuance, unilaterally, by the government 
responsible for making them. We are concerned that rules 
and regulations for the disbursement of federal revenue 
funds from the scate to local governments will be done in 
a unilateral manner. We expect that large cities, such as 
San Francisco, San Diego, Oakland, and San Jose will have 
to abide by common denominator or rule-of-thumb allocations 
that fail to provide the most funds where the most need is 
unless, there is some way, from the beginning, to influence 
the way in which administrative rules and regulations for 
the disbursement of these funds is written. 
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We recommend that the Mayor communicate this concern 
to members of the State Legislature, to the California League 
of Cities and to the State Council on Intergovernmental Rela- 
tions. We further recommend that the Mayor initiate a coop- 
erative effort with the cities of Oakland and San Jose and per- 
haps, San Diego and Los Angeles, to communicate to the 
Council on Intergovernmental Relations the desire of these 
cities to have an opportunity to participate in the develop- 
ment of rules and regulations and the administration of shared 
revenue programs. We think that such initiative by cooper- 
ating cities could help ward off some inequities in the distri- 
bution of shared revenue funds and perhaps some red tape 
that is entirely unnecessary. 
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“STAPF COSTS 


If the recommendations we have made for additional activities in the 
Mayor's Office are carried out, additional staff will be required. Although 
we think that it may be possible to reassign some staff already employed by 
the City to some of the duties prescribed, we think it realistic to anticipate 
at least seven new staff positions and some additional operating cost. Our 
estimate of these annual costs for new staff are as follows: 


Preparation of Annual Reports on Community Improvement 


a) Use of clearinghouse staff (detail below) 
b) Use of Department of Community Development Staff (existing) 
c) Use of reassigned Model City Staff (existing) 
d) Use of Capital Improvement Advisory Committee Staff (existing) 
e) New position: 
One City Planner assigned to City Planning to 
augment CIAC staff -------------- $16,000 yr. 
Sub Total - - - - $16,000 


Central Control and Clearinghouse 


a) Use of Community Development Staff (existing) 

b) Use of reassigned Model Cities Staff 

c) New Positions: 
1 Program Administrator $18 ,000 
1 Program Coordinator 18 ,000 
1 Analyst 14 ,000 
2 Research Assistants (14,000 Ea) 28 ,000 
2 Secretarial (9 ,000 Ea) 18 ,000 

Sub Total $96 ,000 
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Sub Total, New Staff $112 ,000 
Operating Costs & Add'l Cost in Staff Time: 
a) Overhead & operating costs (approx. 60 ,000 
50% of new staff costs) 
b) Additional cost in staff time (existing 
staff) as a result of recommendations; 
approximately 25% of new staff costs 28 ,000 


Sub Total, Add'l Costs $108 ,000 
Maeeleenew stati and additional costs ------=---- $210 ,000 


Recommended Source of Financing for First Year: 


From new grant, Federal Regional Council $160 ;000 


From City funds 50 ,000 
Total $210,000 
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